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PRELIMINARY DRAFT - NOT READY FOR INTRODUCTIO

01
2

AN ACT . .;/relating to: payrday loan services and granting rule-making
0

authority.

Analysis by the Legislative Reference Bureau
This is a preliminary draft. An analysis will be provided in a later version.
For further information see the state fiscal estimate, which will be printed as

an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1.
-J

138.14 of the statutes is created to read:

138.14 Payday loan services. (1) DEFINITIONS. In this section:

(a) “Applicant” means a person who obtains or seeks to obtain a payday loan.

(b) “Check” has the meaning given in s. 403.104 (6)!

(c) “Department” means the department of financial institutions.

(d) “Payday loan” means a transaction between a person and the issuer of a

check in which the person agrees to do all of the following:
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1 1. Accept a check from the issuer.

2

3

7

8

9

10

11

12

13

014

15

16

17

18

19

20

21

22

23

24

25

2. Hold the check for a period of time without negotiating or presenting the

check for payment.

3. Pay to the issuer the amount of the check, less any applicable fee, upon

accepting the check.
J

(e) “Payday loan service” means a person licensed under s. 138.09 who makes

payday loans in the ordinary course of business.

(2) DISCLOSURE REQUIREMENTS. Before disbursing funds pursuant to a payday

loan, a payday loan service shall provide all of the following to the applicant:

(a) A clear and conspicuous printed or typewritten notice indicating all of the

following:

1. That a payday loan is not intended to meet long-term financial needs.

2. That a payday loan is meant to provide funds in a financial emergency.
~ppliCUd-

3. That the
/F

ill be required to pay additional fees if the loan is refinanced rather

than paid in full when due.

(b) A clear and conspicuous printed or typewritten notice comparing the cost

of the proposed payday loan if paid in full at the end of the loan term with the cost

of the payday loan if consecutively refinanced and then paid in full 16 weeks after

the date of the original payday loan.

(c) A clear and conspicuous printed or typewritten notice that the applicant may

cancel the transaction, at no cost to the applicant, at any time before receiving the

funds pursuant to the payday loan,

(d) Educational materials provided by the department under sub.
J

(4).

(3) POSTING REQUIREMENT. A payday loan service shall post a copy of each notice
d J

required under sub. (2) (a) and (c) at each entrance to the payday loan service and



1

2

3

4

5 department shall develop educational materials to inform an applicant of the

6 potential costs of entering into a payday loan and of other options for borrowing funds

7 that may be available to the applicant.

8

09
6
10

11‘

12 SECTION 2. Nonstatutory provisions.

13

014

15

16

17

18

19

20

21

22 and shall recommend to the legislature a solution or policy alternatives with respect

23 to those problems. The committee shall consist of the secretary of the department

24 of financial institutions, or a person designated by the secretary, 3 members who

25 shall represent the interests of payday loan services, as defined under section 138.14
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SECTION 1

at each location on the premises of the payday loan service where, in the ordinary

course of business, an applicant signs a contract for a payday loan.

(4) ADMINISTRATION. (a) The department shall promulgate rules and prescribe

forms to ensure the efficient administration of this section. In addition, the

(b) Upon the request of a payday loan service, the department shall supply the
A

pay$ay loan service with copies of the educational materials developed under par.

0
(a)! The department may charge a payday loan service a reasonable fee for

J
educational materials supplied under this subsection.

(1) SUBMISSION OF PROPOSED RULES GOVERNINGPAYDAYLOAN
d

ERVICES. No later
3

than the first day of the 6th month beginning after publication
I?

he department of

financial institutions shall submit in proposed form the rules governing payday loan

services under section 138.14
J

(4) of the statutes, as created by this act, to the

legislative council staff under section 227.15
J

(1) of the statutes.

(2) PAYDAY LOAN SERVICES STUDY COMMITTEE. (a) The secretary of the department
J

of financial institutions shall establish a committee under section 15.04 (1) (c) of the

statutes to study consumer credit problems created by payday loans and payday loan
J

services, as defined under section 138.14 (1) of the statutes, as created by this act,
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SECTION 2

1
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14

J
(1) of the sta ut tes, as created by this act, and 3 members who shall represent the

public interest. The secretary of the department of financial institutions, or a person

designated by the secretary, shall serve as the chairperson of the committee.

, (b) No later than the first day of the 12th month beginning after publication,

the committee shall submit a report of its findings and recommendations to the
4

legislature in the manner provided under section 13.172 (2) of the statutes. The

1999 - 2000 Legislature

15 (END)

report shall include any proposed legislation that is necessary to implement the

recommeml~tioiomade by the committee in its report.

SECTION 3: Initial applicability.

p&d@ I3O-J/
(1) The treat

J
ion of section 138.14 of the statutes first applies to payday loans

made on the effective date of this subsetIion.

SECTION 4. Effective date. &Fs

8
69

p kl
(1) The treation of section 138.14’of the statutes and SECTION% (1) of this act

take effect on the first day of the 8th month beginning after publication.
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1. Attached is the payday loan draft you requested through Pat Essie. Please review
the draft carefully to ensure that it satisfies your intent. In particular, please review
the nonstatutory material regarding the study committee and the submission of
proposed rules. Both the timeline and the substantive material in these sections can
be changed.

2. Currently, this draft contains no specific penalty provision. A violation of this
draR would be subject to a forfeiture of up to $200.
a different penalty to apply.

Please let me know if you intend

f

-)L1.@ This draR’is in preliminary form and contains no analysis. I will redraft the bill
in introducible form after you approve of the bill’s content. Please feel free to contact
me with any questions or suggested changes. I look forward to hearing from you.

Robert J. Marchant
Legislative Attorney
Phone: (608) 261-4454
E-mail: Robert.Marchant@legis.state.wi.us
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April 21, 1999

1. Attached is the payday loan draft you requested through Pat Essie. Please review
the draft carefully to ensure that it satisfies your intent. In particular, please review
the nonstatutory material regarding the study committee and the submission of
proposed rules. Both the timeline and the substantive material in these sections can
be changed.

2. Currently, this draft contains no specific penalty provision. A violation of this
draft would be subject to a forfeiture of up to $200. Please let me know if you intend
a different penalty to apply.

3. You have also requested three amendments to this draft regarding required credit
checks, limitations of interest upon default and limitations on refinancing payday
loans. It is most efficient to draft these amendments after the bill is in its final,
introducible form. Once the bill is in introducible form, I should be able to draft the
requested amendments rather quickly

4. This draft is in preliminary form and contains no analysis. I will redraft the bill
in introducible form after you approve of the bill’s content. Please feel free to contact
me with any questions or suggested changes. I look forward to hearing from you.

Robert J. Marchant
Legislative Attorney
Phone: (608) 261-4454
E-mail: Robert.Marchant@legis.state.wi.us



s 1
. Marchant, Robert

To: Welsh, Michael
Subject: Preliminary amendment language

Michael--

Here is the preliminary language for the requested amendments. I am forwarding a copy of this email  to Pat Essie’s office
so that he will also have the language. As I mentioned, I can not efficiently draft the amendments until the bill itself is in
introducible form because the amendment must refer the line numbers of the bill.

I look forward to hearing from you.

Robed J. Marchant
Legislative Attorney
State of Wisconsin Legislative Reference Bureau
robert.marchant@legis.state.wi.us

AMENDMENT ONE:
(39)  Charges upon default. Notwithstanding ss. 138.09 (7) (c) and (e) and s. 422.203, if an applicant fails to make a
payment due under a payday loan on or before the payment’s scheduled or deferred due date, the payday loan service
shall not do any of the following:

(a) Impose a delinquency charge.

(b) Charge interest if the payment remains unpaid at least 2 days after the final scheduled maturity date of the payday
loan.

AMENDMENT TWO:
(3r) Refinancing payday loans. Notwithstanding ss. 138.09 (7) (f), 422.204 and 422.206, a payday loan service shall not
enter into a combined total of more than 3 consecutive payday loans, refinancing agreements, deferral agreements or
consolidation agreements with an applicant if each loan or agreement is used by the applicant to pay or forestall payment
of an existing debt under a payday loan with the payday loan service.

AMENDMENT THREE:
(1 m) Required applicant information. Before disbursing funds pursuant to a payday loan, a payday loan service shall
reasonably attempt to determine the number and amount of payday loans between payday loan services and the applicant
that are outstanding .
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PRELIMINARYDRAFT-NOTREADY FOR INTRODUCTION

1

2

L%.N ACT to create 138.14 of the statutes; relating to: payday loan services and

granting rule-making authority.

Analysis by the Legislative Reference Bureau
This is a preliminary draft. An analysis will be provided in a later version.
For further information see the state fiscal estimate, which will be printed as

an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 138.14 of the statutes is created to read:

138.14 Payday loan services. (1) DEFINITIONS. In this section:

(a) “Applicant” means a person who obtains or seeks to obtain a payday loan.

(b) “Check” has the meaning given in s. 403.104 (6).

(c) “Department” means the department of financial institutions.

(d) “Payday loan” means a transaction between a person and the issuer of a

check in which the person agrees to do all of the following:
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. SECTION 1

r-. 1 1. Accept a check from the issuer.

2 2. Hold the check for a period of time without negotiating or presenting the

3 check for payment.

4 3. Pay to the issuer the amount of the check, less any applicable fee, upon

5 accepting the chec

6 “Payday loan erson licensed under s. 138.09 who makes

7 payday loans in the ordinary course of business.

8 (2) DISCLOSURE REQUIREMENTS. Before disbursing funds pursuant to a payday

9 loan, a payday loan shall provide all of the following to the applicant:

10 (a) A clear and conspicuous printed or typewritten notice indicating all of the

nancial needs.

refinanced rather than paid in full when due.

omparing the cost _.

:~49~;2 tq,ty&t~~thew3~~a~~~
*_-,-+-.

(c) A clear and conspicuous printed or typewritten notice that the applicant

may cancel the transaction, at no cost to the applicant, at any time before receiving

the funds pursuant to the payday loan.

(d) Educationa materials provided by the department under sub. (4).1

(3) POSTINGREQUIREMENT. Apaydayloan
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SECTION 1

at each 1 where, in the ordinary

course of business, an applicant signs a contract for a payday loan.

(4) ADMINISTRATION. (a) The department shall promulgate rules and prescribe

forms to ensure the efficient administration of this section. In addition, the

department shall develop educational materials to inform an applicant of the

potential costs of entering into a payday loan and of other options for borrowing funds

that may be available to the applicant.

(b) Upon the request of a payday loan service, the department shall supply the

payday loan service with copies of the educational materials developed under par.

(a). The department may charge a payday loan service a reasonable fee for

educational materials supplied under this subsection.

SECTION 2. Nonstatutory provisions.

(1) SUBMISSION OF PROPOSED RULES GOVERNING PAYDAY LOAN SERVICES. No later

than the first day of the 6th month beginning after publication, the department of

financial institutions shall submit in proposed form the rules governing payday loan

services under section 138.14 (4) of the statutes, as created by this act, to the

legislative council staff under section 227.15 (1) of the statutes.
-_--

-_ . -‘ Ir-~-_- _ _
~--.__-_ ------

__. .---
--- .- ---...__A-_ _ -~ - -  -  .---A

(2) PAYDAY LOAN SERVICES STUDY COMMITTEE. (a) The secretary of the de-en<

cial institutions shall establish a committee unde

and shall recommend to n or policy alternatives with respect !
I

of the department
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(b) No later than the fir

the committee shall

of the committee.

onth beginning after publication,

osed legislation that is necessary to im$Xement  the

9 SECTION 3. Initial applicability.

10 (1) The creation of section 138.14 of the statutes first applies to payday loans

11 made on the effective date of this subsection.

12 SECTION 4. Effective date.

13 (1) The creation of section 138.14 of the statutes and SECTION 3 (1) of this act

14 take effect on the first day of the 8th month beginning after publication.

15 WVD)
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8 . That refinancing
a&idblc

consecutive payday loans to

pay an existing payday loan is not A$@& and may cause financial hardship for the

applicant.
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Attached is the preliminary draft of the payday loan bill that you requested through
Pat Essie. Please contact me with any questions or suggested changes. I will not
redraft the bill in introducible form until you approve of the bill’s contents. Per your
request, I have provided Mr. Essie with a copy of this note and the attached bill.

In addition, you have requested three amendments to the bill. Because the
amendments must refer to the page and line numbers of the bill, I can most efficiently
draft the amendments after the bill is in final, introducible form. Thus, at this time
I have not completed the amendments to the bill. However, the tentative language of
the three amendments is as follows:

A m e n d m e n t  o n e

CHARGES UPON DEFAULT. Notwithstanding ss. 138.09 (7) (c)k-id (e)<n

(a) Impose a delinquency charge.

(b) Charge interest if the payment remains unpaid at least

shall recommend to the legislature
those problems. The committee shall consist of the secretary of the department of
financial institutions, or a person desi
represent the interests of payday loan
the statutes, as created by this act, who shall represent the public

The secretary of the dep ncial institutions, or a person
designated by the secretary, shall serve as the chairperson of the committee.

(b) No later than the first day of the 12th month beginning after publication, the
committee shall submit a report of its findings and recommendations to the legislature



0 J
in the manner provided under sw~l3.172 (2) of the statutes. The report shall
include any proposed legislation that is necessary to implement the recommendations

Amendment

hstanding ss. 138.09 (7
into a combined total of more than

agreements, deferral agree
t if each loan or agreement is use

or forestall payment of existing debt under a payday lo

/” Once again, please contac any questions or suggested changes. I lookI
i forward to hearing from you.I

Robert J. Marchant
Legislative Attorney
Phone: (608) 261-4454
E-mail: Robert.Marchant@legis.state.wi.us
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CHARGES UPON DEFAULT. Notwithstanding ss. 138.09 (7) (c> and (e) and 422.203 of the
statutes, if an applicant fails to make a payment due under a payday  loan o-r before
the payment’s scheduled or.+lp_E9rmaa-  ’ ’ ‘*

7
t do any

of the following:
(a) Impose a delinquen
(b) Charge interest if

payment’s scheduled or dc
Amendment two
PAYDAY LOAN SERVICES m

financial institutions shall,
to study consumer credit pr
as defined under section 1,
recommend to the legislate
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Attached is the preliminary draft of the payday loan bill that you requested through
Pat Essie. Please contact me with any questions or suggested changes. I will not
redraft the bill in introducible form until you approve of the bill’s contents. Per your
request, I have provided Mr. Essie with a copy of this note and the attached bill.

In addition, you have requested three amendments to the bill. Because the
amendments must refer to the page and line numbers of the bill, I can most efficiently
draft the amendments after the bill is in final, introducible form. Thus, at this time
I have not completed the amendments to the bill. However, the tentative language of
the three amendments is as follows:

Amendment one

as created by this act, and three members who shall represent the public interest. The
secretary of the department of financial institutions, or a person designated by the
secretary, shall serve as the chairperson of the committee.

(b) No later than the first day of the 12th month beginning after publication, the
committee shall submit a report of its findings and recommendations to the legislature
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in the manner provided under s. 13.172 (2) of the statutes. The report shall include any
proposed legislation that is necessary to implement the recommendations made by the
committee in its report.

Amendtint  three

REFINANCING PAYDAY LOANS. Notwithstanding ss. 138.09 (7) (f), 422.204 and 422.206,
a payday loan provider may not enter into a combined total of more than four
consecutive payday loans, refinancing agreements, deferral agreements or
consolidation agreements with an applicant if each loan or agreement is used in whole
or in part by the applicant to pay or forestall payment of an existing debt under a
payday loan with the payday loan provider.

Once again, please contact me with any questions or suggested changes. I look
forward to hearing from you.

Robert J. Marchant
Legislative Attorney
Phone: (608) 261-4454
E-mail: Robert.Marchant@legis.state.wi.us
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PRELIMINARY DRAFT - NOT READY FOR INTRODUCTION

/.- -1( 7 &AA A!’ ! i ,/.fi ,____, -@
1 138.14 of the statutes; relating to: payday loan/&&E&s and

dc
2 granting rule-making authority.

Analysis by the Legislative Reference Bureau
This is a preliminary draft. An analysis will be provided in a later version,
For further information see the state fiscal estimate, which will be printed as

an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

0!7;.% ‘I

3 SECTION 1. 138.14 created to read:

i?,
-- 4. 138.14 Payday lo (1) DEFINITIONS. In this section:

5 . (a) “Applicant” means a person who obtains or seeks to obtain a payday loan.

6 (b) “Check” has the meaning given in s. 403.104 (6).

7 (c) “Department” means the department of financial institutions.

8 (d) “Payday loan” means a transaction between a person and the issuer of a

9 check in which the person agrees to do all of the following:
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SECTION 1

1

02

3

1. Accept a check from the issuer.

2. Hold the check for a period of time

check for payment.

negotiating or presenting the

4

5

3. Pay to the issuer the amount of the check, less any applicable fee, upon

accepting the check.

6 (e) “Payday loan provider” means a person licensed under s. 138.09 who makes

7 payday loans in the ordinary course of business.

8 (2) DISCLOSURE REQUIREMENTS. Before disbursing funds pursuant to a payday

9 loan, a payday loan provider shall provide all of the following to the applicant:

10 (a) A clear and conspicuous printed or typewritten notice indicating all of the

following:11

12 1. That a payday loan is not intended to meet long-term financial needs.

15 2. That an applicant should use a payday loan only to provide funds in a

16 financial emergency.

17 3. That the applicant will be required to pay additional fees if the loan is

18 refinanced rather than paid in full when due.

19 4. That refinancing a payday loan or entering into consecutive payday loans to

20 pay an existing payday loan is not advisable and may cause financial hardship for

21 the applicant.

(b) A clear and conspicuous-printed or typewritten notice comparing the cost22

c--2?/ to the applicant if th

cost to the applicant if th04

c?>25 consecutive times
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SECTION 1

1

2

3

4

5

6

7

8

9

10

11

12

13

14

8
15

16

17

18

20

21

c322--

23

24

(c) A clear and conspicuous printed or typewritten notice that the applicant

may cancel the transaction, at no cost to the applicant, at any time before receiving

the funds pursuant to the payday loan.

(d) Educational materials provided by the department under sub. (4).

(3) POSTING REQUIREMENT. A payday loan provider shall post a copy of each

notice required’under sub. (2) (a) and (c) at each entrance to each location where the

payday loan provider does business and at each place where, in the ordinary course

of business, an applicant signs a contract for a payday loan.

(4) ADMINISTRATION. (a) The department shall promulgat

forms to ensure the efficient administration of this secti0n.k In addition, the

department shall develop educational materials to inform an applicant of the

potential costs of entering into a payday loan and of other options for borrowing

funds that may be available to the applicant.

ayday loa , the department shall supply the

copies of the educational under par.

(a). The department may charge a payday loan reasonable fee for

educational materials supplied under this subsection.

SECTION 2. Nonstatutory provisions.

(l), SUBMISSION OF PROPOSED RULESGOVERNINGPAYDAYLO

than the first day of the 6th month beginning after publication, the department of

financial-in.. titutions shall submit in proposed form the rules governing payday loan
( 7\1”: i 3 $fJ~&,

\&&under section 138.14 (4) of the statutes, as created by this act, to the
B\
legislative council staff under section 227.15 (1) of the statutes.

SECTION 3. Initial applicability.
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SECTION 3

1 (1) The creation of section 138.14 of the statutes first applies to payday loans

2 made on the effective date of this subsection.

3 SECTION 4. Effective date.

4 (1) The creation of section the statutes and SECTION 3 (1) of this act

05 take effect on the first day of th th beginning after publication.

6 (END)
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draft that you requested through Pat
providers. This draft iycorporates  a few technical

changes (see relating clause, title to proposed s. 138.14, effectiv
reference to payday loan provider in proposed s. 138.14 (4) (b)f

date and corrected
and in nonstatutory

material), along with other substantive changes requested through Pat Essie’s office
(clarification that&payday loan provider may negotiate or present a check provided by
an applicant under proposed s. 138.14 (1) (d) 2.5 elimination of second sentence in
proposed s. 138.14 (2) (a) l?and clarification of disclosure re
138.14 (2) (byand rules required under proposed s. 138.14 (4)

uired under proposed s.
9. Please contact me with

any questions or suggested changes. I will not redraft the bill in introducible form until
you approve of the bill’s contents. Per your request, I have provided Mr. Essie with a

es that a payday loan
ils to make a payment

ge” is not defined
in the statutes or

me with any questions or suggested changes.

Robert J. Marchant
Legislative Attorney
Phone: (608) 261-4454
E-mail: Robert.Marchant@legis.state.wi.us
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June 1,1999

Attached is the “/P3” version of the draft that you requested through Pat Essie
regarding payday loan providers. This draft incorporates a few technical changes (see
relating clause, title to proposed s. 138.14, effective date and corrected reference to
payday loan provider in proposed s. 138.14 (4) (b) and in nonstatutory material), along
with other substantive changes requested through Pat Essie’s office (clarification that
a payday loan provider may negotiate or present a check provided by an applicant
under proposed s. 138.14 (1) (d) 2., elimination of second sentence in proposed s. 138.14
(2) (a) 1. and clarification of disclosure required under proposed s. 138.14 (2) (b) and
rules required under proposed s. 138.14 (4)). Please contact me with any questions or
suggested changes. I will not redraft the bill in introducible form until you approve of
the bill’s contents. Per your request, I have provided Mr. Essie with a copy of this note
and the attached bill.

In addition, you have requested three amendments to the bill. Please refer to the
drafter’s note to the “/P2”  version of the draft of this bill for the tentative language of
these amendments. It is my understanding that you intend par. (a) of amendment one
to be deleted.

Once again, please contact me with any questions or suggested changes.

Robert J. Marchant
Legislative Attorney
Phone: (608) 261-4454
E-mail: Robert.Marchant@legis.state.wi.us
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DATE: October 4, 1999
TO: Rob Marchant, Drafting Attorney
RE: LRB-2688/P3

As we near the introduction of this legislation, there are a few changes and one
question that need to be clarified.

<-- --
Page 1, line 6 Check Definition - By defining check, will this prohibit electronic /
transmission transactions? .a

IAage 2, line 1749 Disclosure Requirements - Remove the phrase “is not advisable
and” in line 18. Would like it to read as, “That refinancing a payday loan or entering into
consecutive payday loans to pay an existing payday loan may cause financial hardship
for the applicant.”

JPage 3, line 5-8 Posting Requirement - Add the word “conspicuously” on line,5 so
that is reads ‘A payday loan provider s half conspicuously post a copy of each.. . ‘I.
Remove the phrase on line 6 and 7 that reads “each entrance to each location where
the payday loan provider does business and at” Would like it to read as, “A payday loan
provider shall conspicuously post a copy of each notice required under sub. (2) (a) and
(c) at each place where, in the ordinary course of business, an applicant signs a contact
for a payolay loan.”
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1 of the statutes; relating to: payday loan providers and

2 granting rule-making authority.

Analysis by the Legislative Reference Bureau

3

4

an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 138.14 of the statutes is created to read:

’138.14 Payday loan provider

(a) “Applicant” means

IONS. In this section:

seeks to obtain a payday loan.

(b) “Check” has the meaning given in s. 403.104 (6).

Cc) “Department” mean

“Payday loan” mean

m which the person agrees to
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SECTION 1

before negotiating or presenting the check

1

2

(e) “Payday loan pro

3

payday loans in the ordinary course of business.

8 (2) DISCLOSURE REQUIREMENTS. Before disbursing funds pursuant to a payday

9 loan, a payday loan provider shall provide all of the following to the applicant:

10 (a) A clear and conspicuous printed or typewritten notice indicating all of the

following:11

12 1. That a payday loan is not intended to meet long-term financial needs.

13 2. That an applicant should use a payday loan only to provide funds in a

14 financial emergency.

3. That the applicant will be required to pay additional fees if the loan is15

refinanced rather than paid in full when due.16

17

19

4. That refinancing a payday loan or entering into consecutive payday loans to

pay an existing payday loan may cause financial hardship for

the applicant.

20 (b) A clear and conspicuous printed or typewritten notice comparing the cost

21 to the applicant if the applicant pays the payday loan in full at the end of the loan

22 term with the cost to the applicant if the applicant pays the payday loan in full after

23 financing the amount of the payday loan at the end of the loan term 8 consecutive

24 times.
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SECTION 1

1 (c) A clear and conspicuous printed or typewritten notice that the applicant

2 may cancel the transaction, at no cost to the applicant, at any time before receiving

3 the funds pursuant to the payday loan.

4 (d) Educational materials provided by the department under sub. (4).

5 (3) POSTING REQUIREMENT. A payday loan provider shall post a copy of each

0
6 notice required under sub. (2) (a) and (c)&B@kh~&-~~~

d
.F’$

&40&j kxcdtTp--__“.
ce where, Z-the ordinary course

8 of business, an applicant signs a contract for a payday loan.

9 (4) ADMINISTRATION. (a) The department shall promulgate rules and prescribe

10 forms to ensure the effkient administration of this section. The rules shall include

11 a method for calculating the amounts required to be disclosed under sub. (2) (b). In,

12 addition, the department shall develop educational materials to inform an applicant

13 of the potential costs of entering into a payday loan and of other options for borrowing

14 funds that may be available to the applicant.

15 (b) Upon the request of a payday loan provider, the department shall supply

16 the payday loan provider with copies of the educational materials developed under

17 par. (a). The department may charge a payday loan provider a reasonable fee for

18 educational materials supplied under this subsection.

19 SECTION 2. Nonstatutory provisions.

20 (1) SUBMISSION OF PROPOSED RULES GOVERNING PAYDAY LOAN PROVIDERS. No later

21 than the first day of the 6th month beginning after publication, the department of

22 financial institutions shall submit in proposed form the rules governing payday loan

23 providers under section 138.14 (4) of the statutes, as created by this act, to the

24 legislative council staff under section 227.15 (1) of the statutes.

25 SECTION 3. Initial applicability.
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SECTION 3

(1) The creation of section 138.14 of the statutes first applies to payday loans

made on the effective date of this subsection.

SECTION 4. Effective date.

(1) The creation of section 138.14 of the statutes and SECTION 3 (1) of this act

take effect on the first day of the 12th month beginning after publication.

(END)
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JNSERT  ANALYSIS

Currently, state and federal law contain numerous provisions regulating
consumer loans (generally, loans of $25,000 or less made to individuals for personal,
family or household purposes). For example, under current law, a creditor in a
consumer loan must proviq the borrower under the loan with certain information
before the loan is consummated. Among other things, the creditor must disclose the
total amount financed in the transaction, the amount of the finance charge assessed
in the transaction and the cost of the credit calculated as a yearly rate. The creditor
must also provide the borrower with a notice that encourages the borrower to
examine the loan documentation and that advises the borrower of certain rights.

This bill creates additional notice requirements that specifically apply to
payday loans. In a typical payday loan transaction, the creditor accepts a personal
check from the borrower, pays the borrower the amount of the check less any
applicable finance charge and agrees to wait a short time, such as two weeks, before
depositing the check. Under this bill, before disbursing funds pursuant to a payday
loan, the payday loan provider must provide the borrower with a notice that
compares the cost of the payday loan if it is paid in full when due with the cost of the
payday loan if it is paid in full after being refinanced eight times. Furthermore, the
payday loan provider must notify the borrower that a payday loan is not intended to
meet long-term financial needs, that a payday loan should be used only in a financial
emergency, that the borrower will be required to pay additional fees if the payday
loan is not paid in full when due and that refinancing the payday loan, or entering
into consecutive payday loans to pay an existing payday loan, may cause financial
hardship.

This bill also requires the payday loan provider to notify the borrower that the
borrower may cancel the payday  loan at any time before receiving the loan funds.
In addition, the payday loan provider must provide the borrower with materials,
obtained from the departmept of financial institutions, that inform the borrower of
the potential costs of entering into a payday loan and of other options for
borrowing ” e-.r-----
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Representative Hoven:
1. Attached is a completed draft relating to payday loan providers. This draft

incorporates three changes communicated to me by Pat Essie. These changes are:
(a) Amending the draft so that it covers payday loans that involve electronic fund

transfers.
J(b) Removing the language in proposed s. 138.14 (2) (a) 4., stats., regarding the

advisability of refinancing or entering into consecutive payday loans.
(c) Changing the posting requtjrement  in proposed s. 138.14 (3)! stats., to require

posting in a conspicuous location at each place where, in the ordinary course of
business, an applicant signs a contract for a payday loan.

2. This draR also corrects two other issues that I discovered while completing the
draft. I have discussed both of these changes with Pat Essie’s office. These changes
are: i-qFJkfl~

(a) Broadening the definition of “payday loan” to cover non&@&
B

ayday loans (for
example, loans for more than the amount of the applicant’s check or oans that are not
disbursed imyediately  upon acceptance of the applicant’s check). See proposed s.
138.14 (1) (f), stats.

(b) Clarifying that a payday loian provider is anyone who makes payday loans in the
ordinary course of business and who is required to be licensed under s. 138.09. Without
this change, the draft would not apply to a person who ordinarily makes payday loans
and who is required to be licensed under s. 138.09, stats., but who has not obtained the
required license.

3. In addition, this draft clarifies that a payday loan is a loan to an individual rather
than a loan to a person (which would include a corporation or other entity or
organization). This change is consistent with existing consumer protection laws that
govern transactions that are entered into for personal, family or household purposes.

Please let me know if any of the above changes are not consistent with your intent.



DRAFTERSNOTE
FROMTHE

LEGISLATNEREFERENCEBUREAU

LRB-2688/ldn
RJM:wlj:jf

October 15, 1999

Representative Hoven:

1. Attached is a completed draft relating to payday loan providers. This draft
incorporates three changes communicated to me by Pat Essie. These changes are:

(a) Amending the draft so that it covers payday loans that involve electronic fund
transfers.

(b) Removing the language in proposed s. 138.14 (2) (a) 4., stats., regarding the
advisability of refinancing or entering into consecutive payday loans.

(c) Changing the posting requirement in proposed s. 138.14 (3), stats., to require
posting in a conspicuous location at each place where, in the ordinary course of
business, an applicant signs a contract for a payday loan.

2. This draft also corrects two other issues that I discovered while completing the
draft. I have discussed both of these changes with Pat Essie’s office. These changes
are:

(a) Broadening the definition of “payday loan” to cover atypical payday loans (for
example, loans for more than the amount’of the applicant’s check or loans that are not
disbursed immediately upon acceptance of the applicant’s check). See proposed s.
138.14 (1) (0, stats.

(b) Clarifying that a payday loan provider is anyone who makes payday loans in the
ordinary course of business and who is required to be licensed under s. 138.09. Without
this change, the draft would not apply to a person who ordinarily makes payday loans
and who is required to be licensed under s. 138.09, stats., but who has not obtained the
required license.

3. In addition, this draft clarifies that a payday loan is a loan to an individual rather
than a loan to a person (which would include a corporation or other entity or
organization). This change is consistent with existing consumer protection laws that
govern transactions that are entered into for personal, family or household purposes.

Please let me know if any of the above changes are not consistent with your intent.

Robert J. Marchant
Legislative Attorney
Phone: (608) 261-4454
E-mail: Robert.Marchant@legis.state.wi.us
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& ACT tQ~create  138.14 of the statutes; relattig to: payday loan providers and.” I
2 granting rule-making authority.

Analysis by the Legislative Reference Bureau
Currently, state and federal law contain numerous provisions regulating

consumer loans (generally, loans of $25,000 or less made to individuals for personal,
family or household purposes). For example, under current law, a creditor in a
consumer loan must provide the borrower under the loan with certain information
before the loan is consummated. Among other things, the creditor must disclose the
total amount financed in the transaction, the amount of the finance charge assessed
in the transaction and the cost of the credit calculated as a yearly rate. The creditor
must also provide the borrower with a notice that encourages the borrower to
examine the loan documentation and that advises the borrower of certain rights.

This bill creates additional notice requirements that specifically apply to
payday loans. In a typical payday loan transaction, the creditor accepts a personal
check from the borrower, pays the borrower the amount of the check less any
applicable finance charge and agrees to wait a short time, such as two weeks, before
depositing the check. Under this bill, before disbursing funds pursuant to a payday
loan, the payday loan provider must provide the borrower with a notice that
compares the cost of the payday loan if it is paid in full when due with the cost of the
payday loan if it is paid in full after being refinanced eight times. Furthermore, the
payday loan provider must notify the borrower that a payday loan is not intended to
meet long-term financial needs, that a payday loan should be used only in a financial
emergency, that the borrower will be required to pay additional fees if the payday
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loan is not paid in full when due and that refinancing the payday loan, or entering
into consecutive payday loans to pay an existing payday loan, may cause financial
hardship.

This bill also requires the payday loan provider to notify the borrower that the
borrower may cancel the payday loan at any time before receiving the loan funds.
In addition, the payday loan provider must provide the borrower with materials,
obtained from the department of financial institutions, that inform the borrower of
the potential, costs of entering into a payday loan and of other options for borrowing
funds that may be available.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 138.14 of the statutes is created to read:

138.14 Payday loan providers. (1) DEFINITIONS. In this section:

(a) “Applicant” means an individual who obtains or seeks to obtain a payday

loan.

(b) “Check” has the meaning given in s. 403.104 (6).

(c) “Department” means the department of financial institutions.

(d) “Financial establishment” means any organization that is authorized to do

business under state or federal law and that holds a demand deposit, savings deposit

or other asset account belonging to an individual.

(e) “Organization” has the meaning given in s. 19.42 (11).

(f) “Payday loan” means any of the following:

1. A transaction between an individual with an account at a financial

establishment and another person, in which the person agrees to accept from the

individual a check that draws on the account, to hold the check for a period of time

before negotiating or presenting the check for payment and to pay to the individual,
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SECTION 1

a 1 at any time before negotiating or presenting the check for payment, an amount that

2 is agreed to by the individual.

3 2. A transaction between an individual with an account at a financial

4 establishment and another person, in which the person agrees to accept the

5 individual’s authorization to initiate an electronic fund transfer from the account, to

6 wait for a period of time before initiating the electronic fund transfer and to pay to

7 the individual, at any time before initiating the electronic fund transfer, an amount

that is agreed to by the individual.

“Payday loan provider” means a person who is required to be licensed under

11

*
12

13

14

15

16

17

18

19

20

21

22

l 23

24

s. 138.09 and who makes payday loans in the ordinary course of business.

(2) DISCLOSTJFB  REQUIREMENTS. Before disbursing funds pursuant to a payday

loan, a payday loan provider shall provide all of the following to the applicant:

(a) A clear and conspicuousprinted or typewritten notice,indicating all of the

following:

1. That a payday loan is not intended to meet long-term financial needs.

2. That an applicant should use a payday loan only to provide funds in a

financial emergency.

3. That the applicant will be required to pay additional fees if the loan is

refinanced rather than paid in full when due.

4. That refinancing a payday loan or entering into consecutive payday loans to

pay an existing payday loan may cause financial hardship for the applicant.

(b) A clear and conspicuous printed or typewritten notice comparing the cost

to the applicant if the applicant pays the payday loan in full at the end of the loan

term with the cost to the applicant ifthe applicant pays the payday loan in full after
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SECTION 1 d

financing the amount of the payday loan at the end of the loan term 8 consecutive
a

times.

(c) A clear and conspicuous printed or typewritten notice that the applicant

may cancel the transaction, at no cost to the applicant, at any time before receiving

the funds pursuant to the payday loan.
J

(d) Educational materials provided by the department under sub. (4).

(3) POSTING REQUIREMENT. A payday loan provider shall post a copy of each

notice required under sub. (2) (a) and (c) in a conspicuous location at each place

where, in the ordinary course of business, an applicant signs a contract for a payday

loan. c ,”
/’ ,-

(4) ADMINIS&TION.'  (a) The department shall promulgate rules and prescribe

forms to ensure the efficient administration of this section:.:The  rules shall include a :

a method for calculating the amounts required to. be disclosed under sub. (2) (b). In

addition, the department shall develop educational materials to inform an applicant

of the potential costs of entering into a payday loan and of other options for borrowing

funds that may be available to the applicant.

(b) Upon the request of a payday loan provider, the department shall supply

the payday loan provider with copies of the educational materials developed under

par. (a). The department may charge a payday loan provider a reasonable fee for

educational materials supplied under this subsection.

SECTION 2. Nonstatutory provisions.

(1) SUBMISSION OF PROPOSED RULES GOVERNING PAYDAY LOAN PROVIDERS. No later

than the first day of the 6th month beginning after publication, the department of l
financial institutions shall submit in proposed form the rules governing payday loan
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providers under section 138.14 (4) of the statutes, as created by this act, to the

legislative council staff under section 227.15 (1) of the statutes.

SECTION 3. Initial applicability.

(1) The creation of section 138.14 of the statutes first applies to payday loans

made on the effective date of. this subsection.

SECTION 4. Effective date.

(1) The creation of section 138.14 of the statutes and SECTION

take effect on the first day of the 12th month beginning after publication.

(END)
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October 15,1999 /

Attached is a completed draft relating to payday loan providers. This draft
changes communicated to me by Pat Essie. These changes are:

(a) Amending the draR so that it covers payday loans that involve electronic fund
transfers.

(b) Removing the 1anguage in proposed s. 138.14 (2) (a) 4., stats., regarding the
advisability’of refinancing or entering into consecutive payday loans.

(c) Changing the posting requirement in proposed s. 138.14 (3), stats., to require
posting in a conspicuous location at each place where, in the ordinary course of
business, an applicant signs a contract forta payday loan. 1 ‘. . I

~p$+@+
I This draft also corrects two other issues that I discovered while completing the.

,a drafi. I have discussed both of these changes with Pat Essie’s office. These changes
” v are: I”.,

(a) Broadening the definition of “payday loan” to cover atypical payday loans (for
example, loans for more than the amount’of the applicant’s check or loans that are not
disbursed immediately upon acceptance of the applicant’s check). See proposed s.
138.14 (1) (f), stats.

(b) Clarifying that a payday loan provider is anyone who makes payday loans in the
ordinary course of business and who is required to be licensed under s. 138.09. Without
this change, the draft would not apply to a person who ordinarily makes payday loans
and who is required to be licensed under s. 138.09, stats., but who has not obtained the
required license.

In addition, this draft clarifies that a payday loan is a loan to an individual rather
a loan to a person (which would include a corporation or other entity or

organization). This change is consistent with existing consumer protection laws that
govern transactions that are entered into for personal, family or household purposes.

Please let me know if any of the above changes are not consistent with your intent.

Robert J. Marchant
Legislative Attorney
Phone: (608) 261-4454
E-mail: Robert.Marchant@leg-is.state.wi.us





DRAFFER'SNOTE LRFS-2688/2dn
FROMTHE R.JM:wlj&cmh:hmh

LEGISLATIVEREFERENCE BUREAU

October 15,1999

Representative Hoven:
1. This redraft corrects a technical error that was included in the “/l” version. I

apologize for any inconvenience this error has caused. The remainder of this drafter’s
note is taken from the ‘71” version.

2. Attached is a completed draft relating to payday loan providers. This draft
incorporates three changes communicated to me by Pat Essie. These changes are:

(a) Amending the draft so that it covers payday loans that involve electronic fund
transfers.

(b) Removing the language in proposed s. 138.14 (2) (a) 4., stats., regarding the
advisability of refinancing or entering into consecutive payday loans.

(c) Changing the posting requirement in proposed s. 138.14 (3), stats., to require
posting in a conspicuous location at each place where, in the ordinary course of
business, an applicant signs a contract for a payday loan.

3. This draft also corrects two other issues that I discovered while completing the
draft. I have discussed both of these changes with Pat Essie’s office. These changes
are:

(a) Broadening the definition of “payday loan” to cover atypical payday loans (for
example, loans for more than the amount of the applicant’s check or loans that are not
disbursed immediately upon acceptance of the applicant’s check). See proposed s.
138.14 (1) (f), stats.

(b) Clarifying that a payday loan provider is anyone who makes payday loans in the
ordinary course of business and who is required to be licensed under s. 138.09. Without
this change, the draft would not apply to a person who ordinarily makes payday loans
and who is required to be licensed under s. 138.09, stats., but who has not obtained the
required license.

4. In addition, this draft clarifies that a payday loan is a loan to an individual rather
than a loan to a person (which would include a corporation or other entity or
organization). This change is consistent with existing consumer protection laws that
govern transactions that are entered into for personal, family or household purposes.

Please let me know if any of the above changes are not consistent with your intent.

Robert J. Marchant
Legislative Attorney
Phone: (608) 261-4454
E-mail: Robert.Marchant@legis.state.wi.us
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